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action might be taken before the Court decided the Chapter
issue.. The Act was held valid by the High Court on an    	I
injunction against action being taken under it being
claimed by the State. The State, however, persisted in
default, including default on the internal as well as the
external debt, and it was calculated that by June 30
its defaults would total £7,200,000. Accordingly a
further Act was passed to make it clear that, once the
Auditor-General had certified, fresh sources of revenue
might be seized under resolutions of the houses. More-
over, the Financial Emergency (State Legislation) Act
was passed to counter the attempt of New South Wales
to levy 10 per cent of the value of every mortgage in
the State. The Commonwealth Act was based on the
taxation power, and power as to insurance, banking,
foreign corporations, and trading and financial corpora-
tions formed within the Commonwealth. Luckily the
dismissal of Mr. Lang enabled the ministry to pass
legislation suspending the Acts, and the election in the
State gave a majority in June to a government bent on
maintaining the obligations of the State.
The drastic character of the Commonwealth action
is obvious, and Mr. Scullin, who did not defend repudia-
tion, was perturbed by it, suggesting that it meant
•mrnfip.fl.tion which he would vote for if brought forward
directly. In the Senate the cry of State rights was also
raised for Western Australia. But the emergency was
complete and the case convincing. If the State was
coerced, it was because it was deliberately endeavour-
ing to destroy its obligations and to break the federal
bond. It could not be ignored that, if the State left its
debts unpaid, the other States must make good the
deficit, and thus would be reduced to impossible straits.

